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CHARACTERISTICS OF THE GROWTH ENTERPRISE
MARKET (“GEM”) OF THE STOCK EXCHANGE OF HONG
KONG LIMITED (THE “EXCHANGE”)

GEM has been established as a market designed to
accommodate companies to which a high investment
risk may be attached. In particular, companies may list
on GEM with neither a track record of profitability nor
any obligation to forecast future profitability.
Furthermore, there may be risks arising out of the
emerging nature of companies listed on GEM and the
business sectors or countries in which the companies
operate. Prospective investors should be aware of the
potential risks of investing in such companies and
should make the decision to invest only after due and
careful consideration. The greater risk profile and other
characteristics of GEM mean that it is a market more
suited to professional and other sophisticated investors.

Given the emerging nature of companies listed on GEM,
there is a risk that securities traded on GEM may be
more susceptible to high market volatility than securities
traded on the Main Board and no assurance is given that
there will be a liquid market in the securities traded on
GEM.

The principal means of information dissemination on
GEM is publication on the internet website operated by
the Exchange. Listed companies are not generally
required to issue paid announcement in gazetted
newspapers. Accordingly, prospective investors should
note that they need to have access to the GEM website
in order to obtain up-to-date information on GEM-listed
issuers.

The Exchange takes no responsibility for the contents of
this report, makes no representation as to its accuracy or
completeness and expressly disclaims any liability
whatsoever for any loss howsoever arising from or in
reliance upon the whole or any part of the contents of this
report.

This report, for which the directors (the “Directors”) of
Prosten Technology Holdings Limited (the “Company”)
collectively and individually accept full responsibility,
includes particulars given in compliance with the Rules
Governing the Listing of Securities on the GEM of the
Exchange (the “GEM Listing Rules”) for the purpose of
giving information with regard to the Company. The
Directors, having made all reasonable enquiries, confirm
that, to the best of their knowledge and belief, (1) the
information contained in this report is accurate and
complete in all material respects and not misleading; (2)
there are no other matters the omission of which would
make any statement in this report misleading; and (3) all
opinions expressed in this report have been arrived at after
due and careful consideration and are founded on bases
and assumptions that are fair and reasonable.
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HIGHLIGHTS

BE

Turnover of the Group for the six months ended 30
September 2006 amounted to approximately
HK$35,325,000, representing an increase of
approximately 3% as compared to the
corresponding period in the previous financial year.

Loss attributable to shareholders of the Company
for the six months ended 30 September 2006
amounted to approximately HK$12,855,000,
representing an increase of approximately 4% as
compared with the same period of 2005.

The Board does not recommend the payment of any
interim dividend for the six months ended 30
September 2006.
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RESULTS B4

The Board of Directors (the “Board”) of the Company is ZARQREEE ([EFE])EISMH
pleased to announce the unaudited consolidated results $ T&ﬁ\ﬁ% A(AEE] #ZE

of the Company and its subsidiaries (the “Group”) forthe = —ZZXFNA=1+HIER I)El K=
six months and three months ended 30 September 2006 i A 2 K& BIZE A EE - BRI -F
together with the unaudited comparative figures for the ZERFERH 7 REE XL ﬁ%l F 0
corresponding periods in 2005 as follows: Nk

UNAUDITED CONDENSED CONSOLIDATED F®&EBXEHGASERE
INCOME STATEMENT

Six months ended Three months ended
30 September 30 September
BENA=THLAEA BENA=THL=EA
2006 2005 2006 2005
ZEIRE ~“E21F ZEERE ZE%RE
Notes HK$'000 HK$'000 HK$'000 HK$'000
iz TiER TR TER TiET

(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REER) (REER) (REER) (REER)

TURNOVER EEE 2 35,325 34,341 19,088 17,242
Cost of sales HERK (12,508) (17,727) (6,515) (8,311)
Gross profit 7 22,817 16,614 12,573 8,931
Other income EfilA 501 733 186 398
Selling and distribution costs HERDEHA (16,385) (10,179) (8,655) (5,147)
General and administrative expenses — & R /7 Eif % (18,991) (18,489) (8,984) (9,208)
Other operating expenses EhEERY (934) (1,199) (390) (782)
LOSS FROM OPERATIONS geEFEE 4 (12,992) (12,514) (5,270) (5,808)
Finance costs HBER (6) (10) @ @
LOSS BEFORE TAXATION BB EER (12,998) (12,524) (5,274) (5,810)
Taxation HE 5 143 143 143 143
LOSS FOR THE PERIOD RAARE

ATTRIBUTABLE TO EEHR

SHAREHOLDERS B

OF THE COMPANY (12,855) (12,381) (5,131) (5,667)
LOSS PER SHARE SRESR 6

Basic E-9 (HK2.4) (HK2.4) (HK0.9) (HK1.9)

cents &1l cents /&l cents &l cents & {l

Diluted 1 (HK2.3) N/A (HK0.9) N/A
cents &1l TER cents &l TER

FHAEEFE R EZENEER AR 2 8| 3
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UNAUDITED CONDENSED CONSOLIDATED XA&EXEHGECEEEER

BALANCE SHEET

NON-CURRENT ASSETS
Fixed assets
Deposits
Available-for-sale
financial assets

CURRENT ASSETS
Inventories
Trade receivables
Prepayments, deposits
and other receivables
Financial assets at
fair value through
profit or loss
Pledged bank deposit
Cash and bank balances

CURRENT LIABILITIES

Trade payables

Provision for taxation

Amounts due to directors

Amount due to a senior
officer

Accrued liabilities, deposits
received and other
payables

NET CURRENT ASSETS
NET ASSETS

CAPITAL AND RESERVES
Share capital
Reserves

SHAREHOLDERS’ FUND

R E MK

2 R BER LD A

30 September 31 March
hWB=+B ZA=+—8
2006 2006
—ETRE —EERF
Notes HK$’000 HK$’000
M 5 FH T FH&T
(Unaudited) (Audited)
(REEZX) (FEEZ)
FREBEE
BEEEE 7 5,524 5,007
HEsA 1,025 503
e
EREE 744 738
7,293 6,248
RBEE
BE 8 61 323
JFE UK BR 3R 9 23,305 20,435
BRHE - 5I&
Ko L 8 W RIE 6,637 4,314
BAFEBEVER
EERRREZ
CRMEE 452 465
BEBBITFR - 441
Re RReEH 6,164 17,028
36,619 43,006
nBEE
FERTRR K 10 10,349 11,841
BIRE 465 608
ERNESE ZHIE 7,892 7,448
EN—2afBE
¢ 1,787 1,624
Esta’ - ElET &2
N CE fh FE A
IR 8,093 7,576
28,586 29,097
RBEEFE 8,033 13,909
EEFE 15,326 20,157
EARARFE
[N 11 56,238 51,125
] (40,912) (30,968)
BREAR 15,326 20,157

SENFHHRERE
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UNAUDITED CONDENSED CONSOLIDATED X&BREHAGSSEZSHR
STATEMENT OF CHANGES IN EQUITY

Reserves
]
Foreign
Issued Share Statutory currency Share
share premium reserve translation option  Accumulated
capital account fund reserve reserve losses Sub-total Total
2% it HER NEE #R gt
i BER -5 HEE EER i | U5 &5t
HK$'000 HKS$'000 HK$'000 HKS$'000 HKS$'000 HKS'000 HKS$'000 HK$'000
T T T TiEn Fin T T T
At1 April 2005 RZEEREMA-A
(Audited) (EE5) 51,125 339,275 53 539 - (344,353) (4,486) 46,639
Loss for the period BrER - - - - - (12,381) (12,381) (12,381)
At 30 September 2005 RZEFIENA=TH
(Unaudited) (REER) 51,125 339,275 53 539 - (356,734) (16,867) 34,258
At1 April 2008 RZEEREMA-A
(Audited) (B%5) 51,125 339,275 53 954 23 (371,583) (30968) 20,157
Exchange diferences arisingon A SAKEAT
consolidation of overseas BEMELZEN
subsidiaries and net income EERNERER
recognised directly in equity ERZWAFE - - - 433 - - 43 433
Loss for the perod #hEE - - - - - (12455) (12.855) (12,855)
Total recognised income and ~~~ AERRAR
expense for the period BxaE - - - 433 - (12,855) (12.422) (12.422)
Recognition of share-based BNRGALZ
payments HES - - - - 566 - 566 566
Issue of new BHEER
ordinary shares B 5113 1912 - - - - 1912 7,025
At 30 September 2006 HZZBRENAZTA
(Unaudited) (EEH) 56,238 341,187 53 1,387 849 (384,388) (40912 15,326

EENFHRYEERE R ENETERBR 2 8| 5
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UNAUDITED CONDENSED CONSOLIDATED AXA&ELHEHEERERER
CASH FLOW STATEMENT

Six months ended
30 September
BEANA=+THLRER

2006 2005
—FEAE  -TTOF
HK$’000 HK$’000
T8 T

(Unaudited) (Unaudited)
(REEZ) (REE&ERZ)

Net cash used in operating activities & & XBHH 2R & F5E (16,923) (1,434)
Net cash used in investing activities BREXGBRA 2R FHE (966) (1,288)
Net cash from/(used in) BMEEBHE,/ (8A)

financing activities 2B EFER 7,025 (69)
Net decrease in cash and RekBeEED

cash equivalents Tk >R R (10,864) (2,791)
Cash and cash equivalents HyzHia Rk

at beginning of period BeZEY 17,028 33,514
Cash and cash equivalents MR Rk

at end of period HeEEY 6,164 30,723
Analysis of balances of ReRBREeEEY

cash and cash equivalents LR DA
Cash and bank balances R RIBTTEH 2,188 1,368

Non-pledged time deposits placed TR & e

at financial institutions RE=MEARN
with original maturity of less FIHA 2 K R
than three months TE B TF 3K 3,976 29,355

6,164 30,723

REMBRKEERAR 2 A SENFHHRERE
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Notes:

1.

Basis of Preparation

The Group’s unaudited condensed interim financial
statements have been prepared in accordance with the Hong
Kong Accounting Standard (“HKAS”) 34 “Interim Financial
Reporting” and other relevant HKASs and interpretations and
the Hong Kong Financial Reporting Standards (“HKFRS”)
issued by the Hong Kong Institute of Certified Public
Accountants, accounting principles generally accepted in
Hong Kong and the disclosure requirements set out in Chapter
18 of the GEM Listing Rules. They have been prepared under
the historical cost convention, as modified by the revaluation
of certain investments which are carried at their fair values.

The principal accounting policies used in the preparation of
the condensed consolidated interim financial statements are
consistent with those adopted in the preparation of the annual
consolidated financial statements of the Group for the year
ended 31 March 2006, except in relation to the following new/
revised HKFRSs, HKASs and Interpretations (hereinafter
collectively referred to as the “new/revised HKFRSs”), which
have become effective for accounting periods beginning on
or after April 2006, that are adopted for the first time for the
current period’s financial statements:

HKAS 21 (Amendment) The Effects of Changes in Foreign

Exchange Rates
- Net Investment in a Foreign
Operation

HKAS 39 (Amendment)  Cash Flow Hedge Accounting of Forecast
Intragroup Transactions

HKAS 39 (Amendment)  The Fair Value Option

HK(IFRIC) - Int 4 Determining whether an Arrangement

contains a Lease

The adoption of the above new/revised HKFRSs has no
material impact on the accounting policies of the Group and
the methods of computation in the Group’s condensed
consolidated interim financial statements.

The unaudited condensed interim financial statements have
been reviewed by the audit committee of the Company.

TENFHRYEERE R EN T ERBER 2 8| 7
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2. Turnover 2. HEZR
EEBEEHEERRTREREL
MBRRE - 140 - 2EB (WER) &
ZEREFE - -FASENARMZE
AR GERERE L -

Turnover represents the net invoiced value of goods sold, after
allowances for returns and trade discounts, business tax,
where applicable, and services rendered. All significant intra-
group transactions have been eliminated on consolidation.
An analysis of the Group’s turnover is as follows: KEBESEBZOMMAT ¢

Three months ended

30 September

BZEhAhA=+HIL=EA

Six months ended
30 September
BZEAAB=+HLEXEAR

2006 2005 2006 2005
ZEERFE T ITRF —EBEXRE CZTTRF
HK$’000 HK$’000 HK$’000 HK$’000
FHET FET FHET FET
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RIEER) (REEFEZ) (RIEER) (REEEZ)
Turnover: Rt

Sale of goods EmiHE 487 3,095 368 1,161
Services rendered REHRB 34,838 31,246 18,720 16,081
35,325 34,341 19,088 17,242

3. Segment Information 3. HBMEH

REESEEBIREXBIEERATR
HeERRREDFETHABER -
REESREE DA TIE —ER %
RABREMEB S BRRRERL
EmRRBZRBEEBERN - XD
BMzBEMAT

The Group’s operating businesses are organised and managed
separately, according to the nature of their operations and the
products and services they provide. Each of the Group’s
business segments represents a strategic business unit that
offers products and services which are subject to risks and
returns that are different from those of the other business
segments. Summary details of the business segments are as
follows:

R‘THABBEPERREBEER
RERARTTER

(a) Provision of broadband data networks and Internet (@)
backbone solutions;

R AT

(b) Provision of applications software; (b)

REBFEERRSRREEN
BHEB2 ERERE &

(c) Provision of e-commerce solutions and related IT (©)
consultancy services; and

(d) Provision of mobile value added services. (o) REBILERS -

REMNEERARA2

A | SEERFHHREERS
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Segment Information (continued)

An analysis of the Group’s unaudited revenue and results for
the six months ended 30 September 2006 and 2005 by

business segment is as follows:

3. DERER (B

AEEBRE-_TERER-_TEREF
NAZTBIEARBEARERS BEH
ZARBEGRERERZOMEAT

Provision of Provision of
broadband data e-commerce solutions
networks and Internet and related IT Provision of
backbone solutions Provision of consultancy services mobile value
RitER applications RUETHERR added services
HERAREHE software FEREEANK BB Total
IBRREARR RIEERRKA BB EARE RERK Eh
2006 2005 2006 2005 2006 2005 2006 2005 2006 2005
ZEZRE CZTRE CBIAE CTERE CBIAE CZTRE ZZERE CITRF ZBIRE CETRE
HK$'000  HKS'000  HK$'000  HK$'000  HK$000  HK$'000  HK$'000  HK$'000  HKS'000  HK$'000
Téx TEr  FEx  TEr  FEx  TEr  TEr  TEr  TEn  TEn
Segment revenue: A8hE
Sales to external EFHE
customers zF 487 3432 - 22 91 358 34747 30,529 35,325 34,341
Seqment results PEE (124) (141) - 2 20) 28 1991 4793 8T 48
Unallocated expenses ~ AREEFR (15340 (18129)
Other income EBA 501 73
Loss from operations &1 (12992 (12514)
Finance costs HBER 6) (10)
Loss before taxation B #EE (12,998 (12,524)
Taxation HE 143 143
Loss for the period 2l 7 (12,855 (12,381)

ZEENFHEEERE

RENBRKEERAERZ2A| 9
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4. Loss from Operations

The Group’s loss from operations is arrived at after charging/

(crediting):

@

B

»
8
W

3

Six months ended
30 September
BENA=ZTHLKEAR

B

REBZE
BREEH

]

=

!

EEBRENR GIAT

Three months ended
30 September
BEAA=+THL=M@EA

2006 2005 2006 2005
ZEEREF ZZTRF —ZETRE —ERTRF
HK$’000 HK$’000 HK$’000 HK$’000
FHET FHET FH&T FHET
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REER) (REEEZ) (REER) (REEEZ)
Depreciation e 1,031 868 543 434
Minimum lease payments & A& &K
under operating leases: HERMK
Land and buildings T REF 3,364 3,321 1,690 1,663
Staff costs: BIRA :
Wages and salaries IERF® 12,131 13,107 6,146 6,539
Pension scheme Rk EHE
contributions HER 1,309 1,137 698 570
Gain on disposal of HEREEE
fixed assets g 2% (73) (7) (1) (5)
5. Taxation 5. #HIE
Six months ended Three months ended
30 September 30 September
BZEAA=+HLXEAR BEhA=+HL=M@EA
2006 2005 2006 2005
ZEZXRFE CZTTRF ZEBEERE C—ZTRF
HK$’000 HK$’000 HK$’000 HK$’000
FH&T FET FH&T FET
(Unaudited) (Unaudited)  (Unaudited) (Unaudited)
(REEZ) (REEFEZ) (REEZ) (REEHEZ)
Current period provision 7N Hi# 4 - - - -
Overprovision in TFEBE
prior years edic] (143) (143) (143) (143)
Tax written back for BB
the period o] £ (143) (143) (143) (143)

0| RENKEERAE R 2 A | SSEAFHYEERS
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Taxation (continued)

Hong Kong profits tax has not been provided as the Group
did not generate any assessable profits arising in Hong Kong
for the six months and three months ended 30 September
2006 (2005: Nil). Taxes on profits assessable elsewhere have
been calculated at the rates of tax prevailing in the countries
in which the Group operates, based on existing legislation,

interpretations and practices in respect thereof.

There was no unprovided deferred tax in respect of the six HEZ
months and three months ended 30 September 2006 and at

the balance sheet date (2005: Nil).

Loss per Share

The calculation of the basic and diluted loss per share for the
six months and three months ended 30 September 2006 and

2005 is based on the following data:

Loss

Loss for the period attributable to
shareholders of the Company

Number of shares

Weighted average number of
ordinary shares for the purpose
of basic loss per share

Effect of dilutive potential ordinary
shares in respect of share options

Weighted average number of
ordinary shares for the purpose
of diluted loss per share

R

AARBREEHR
BE

RH#E
AEEREABERAA
ZERBMETHE

EHBRESTRR
ZEEBEYE

SHESREEERMA
ZEBBMETEH

ZEENFHEEERE

5. B ()

TLE!ﬁ/_

HRAKEREE
EA K=
ERBEN (ZFFRHF : )
mﬁﬁééﬂ
ZRERBGEM D REA KB L EEDB
B2 RATAED]

FrfE2 BIR

—ETAFNAZ
B eris &8
81
SR B - HtitE

BER

EOREMRITHEAEEE -

ZEERFAA=ZTRHILREA
E=@EA RN EE QBRI REE

ZBERRBA(ZFRRF : |) o

6. BREE

EEEERR

Six months ended

30 September
HERAZTHLEARER
2006 2005
—BERFE ZTTHE
HK$’000 HK$’000
TET TET
(Unaudited)  (Unaudited)
(REBK) (REER)
12,855 12,381

HE-_ZTTREFR-
TREAEAR=ZERZERERR
BATBEBGE -

TTREAAS

Three months ended

30 September
HERAZTHLEZMEA
2006 2005
ZEEXRE —ZTREF
HK$’000 HK$’000
TER THT
(Unaudited)  (Unaudited)
(REER)  (RBER)
5,131 5,667

Six months ended
30 September
HEAAZTHLERER
2006 2005

547,009,563 511,250,000

11,190,090

558,199,653

Three months ended
30 September
HEAA=THLEZM@EA
2006 2005
ZZTRE  CZZTEE

562,375,000 511,250,000
14,770,189
577,145,189

RENRKRERAER 2 A| 1
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7. Fixed Assets

The movements of fixed assets of the Group were:

Net book value,
beginning of period/year
Additions
Disposals
Depreciation
Exchange alignment

Net book value,
end of period/year

8. Inventories

Work in progress
Finished goods

REMNEERARA2

FREDEE - 9,/ 4

NE
e
wE
ERECE

REDEE - B F

o So

et
38

=

S N

BET&EE

FEBZEETEEZHOT ¢

30 September 31 March
hA=+AH =A=+—8
2006 2006
ZEEREF ZETREF
HK$’000 HK$’000
FERT FET
(Unaudited) (Audited)
(RBER) (fe &%)
5,007 4,415
1,481 2,358
(1) (6)
(1,081) (1,835)
68 75
5,524 5,007
78
30 September 31 March
hB=+H =A=+—8
2006 2006
ZEEXRE ZZTRF
HK$’000 HK$’000
FiExT FET
(Unaudited) (Audited)
(REER) (&%)
29 29
32 294
61 323
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9. Trade Receivables 9. FEWER

RIBEBBEELHZRE - EBRER—R
HEEES BUREFRRAEZS
BPAERRIER - WES A s (El
H2 B ARELRKRMEE - L TR
Bk o SR BIP EE A B 8Y o

Trade receivables, which generally have credit terms pursuant
to the provisions of the relevant contracts, are recognised and
carried at original invoice amount, and an estimate for doubtful
debts is made and deducted when collection of the full amount
is no longer probable. Bad debts are written off as incurred.

An aged analysis of the Group’s trade receivables as at the REEREE B 2 B IR (F0R R

10.

balance sheet date, net of allowances, is as follows: &) 2 BRECDITIATS ¢
30 September 31 March
hBA=+H =A=+—A8
2006 2006
—EERE ZTTREF
HK$’000 HK$°000
FET FHET
(Unaudited) (Audited)
(REEER) (Re#E%)
0 - 90 days 0Z90H 14,580 13,490
91 - 180 days 91E180H 6,619 3,481
181 - 365 days 181£365H 1,661 2,576
Over 365 days #BiA365H 445 888
23,305 20,435

The directors consider that the carrying amount of trade
receivables approximates their fair value.

Trade Payables

An aged analysis of the Group’s trade payables as at the

balance sheet date is as follows: maT

30 September 31 March

hB=+8 =A=+—A8

2006 2006

—EEREF —TEARE

HK$’000 HK$°000

FET FHT

(Unaudited) (Audited)

(REER) (&%)

0 - 90 days 0Z90H 611 1,189
91 - 180 days 91E180H 255 30
181 - 365 days 181£365H 361 1,476
Over 365 days #BiA365H 9,122 9,146
10,349 11,841
The directors consider that the carrying amount of trade EERBEMEFR2EDMSBEEER

payables approximates their fair value.

—EEAFRYFEEARSE R E RN R ERER A RA| 18
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11. Share Capital 1. BR
30 September 2006 31 March 2006
—EERENAZTH —ZER¥=RA=1+-8H
No. of Shares HK$’000 No. of Shares HK$°000
ROBE TER BHEE FEL
(Unaudited) (Audited)
(REER) (8% )
Authorised: EERA
2,500,000,000 shares 2,500,000,000/%
of HK$0.10 each SREEI0ETZEN  2,500,000,000 250,000 2,500,000,000 250,000
Issued and fully paid: BEARGRERA
At beginning of period/year REA/E4) 511,250,000 51,125 511,250,000 51,125
Issue of new ordinary shares BIOHEBRBRRG 51,125,000 5113 - -
At end of period/year RER /iR 562,375,000 56,238 511,250,000 51,125
12. Operating Lease Arrangements 12. REHERH

The Group leases certain of its office properties and motor
vehicles under operating lease arrangements. Leases for
properties are negotiated for terms ranging from one to two
years.

AEERBEEMERHBEE TH
REYVERATE - KEBRBHME
CHEMR - EMELE -

As at 30 September 2006, the Group had total future minimum
lease payments under non-cancellable operating leases falling
due as follows:

RZFZREAA=TA  AKER
B R S TR E W 2 R K
RIEBENKEENT

30 September 31 March
hB=+H ZA=+—H
2006 2006
3 ot ZETRF
HK$’000 HK$’000
FiExT FET
(Unaudited) (Audited)
(REER) (fe &%)
Land and buildings: T RAETF
Within one year —FR 3,854 4,029
In the second to fifth years, F_EERF (REEEME)
inclusive 3,803 1,887
7,657 5,916
Motor vehicles: AE
Within one year —FR - 46
7,657 5,962

The Company did not have any significant commitment under
non-cancellable operating leases at the balance sheet date.

NEHER 0 A E) I A A R R
&“%ﬂ &2 BERALE -

ENRERERA
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13.

14.

Commitments 18. &I
30 September 31 March
hA=+A =ZB=+—8H
2006 2006
—EEXREF ZTTREF
HK$’000 HK$’000
FiEx FAET
(Unaudited) (Audited)
(REER) (fe &%)
Capital commitments EHUEERETL
authorised but not 2B AEE
contracted for
- Leasehold improvements — HEWMEEE 350 -
Contingent Liabilities 14. RAEE
As at 30 September 2006, the Group has no material RZZEZERFAA=1+AH  AEEY
contingent liabilities. BERNYAEME -

As at 31 March 2006, the Company has given a corporate CRNF=A=+—8 " £&2a7A

guarantee in favour of a bank to the extent of HK$31,036,000 MEBEFARRETHBAR ZHEITE
in respect of banking facilities granted to certain subsidiaries Emm—MRITRER HE
of the Company. 31,036,000/ 7T 2 A BIYE(R ©

The banking facilities granted to the subsidiaries subject to R-ZEEZXRE=A=+—8 " BEXK
this guarantee given to the bank by the Company were utilised NAERTREZERHE THEA
to the extent of approximately HK$441,000 as at 31 March A ZR1TRVE B B) FH 49441,000 7T ©
2006.

—EEAFRYFEEARE R E RN R ERER A A 16
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15. Connected and Related Party Transactions 15. BBEREBHAEALRS

During the period, the Group had the following material REIR - REBEHEBEEALETIE

transactions with related parties: AR5 :
Six months ended
30 September
BZEAA=+HILXEA
2006 2005
ZEEREF —ETHF
Notes HK$’000 HK$’000
b = FET FET
(Unaudited) (Unaudited)
(REER) (REFEZ)
Rental expenses paid BEMASHX (i) 262 383
Handling services fee paid BENEREREER (i) 435 424
Rental expenses paid BEMASHX (ii) 207 207

The rentals were paid in respect of the Group’s leased
motor vehicles to a related company, of which
shareholders of the related company are the father-in-
law and sister-in-law of Mr. Yip Heon Ping, a director of
the Company. The directors of the Company have
confirmed that the monthly rentals were calculated by
reference to the then prevailing open market rental value.

Handling services fee paid represented the fee charged
on services provided by a related company in handling
the Group’s mobile value added services, of which
shareholders of the related company are the father-in-
law and sister-in-law of Mr. Yip Heon Ping, a director of
the Company. The fee was charged according to the
terms of an agreement dated 20 August 2003.

The rentals were paid in respect of the Group’s leased
staff quarter situated in Hong Kong to Mr. Yip Heon Wai,
a director of the Company, and his wife. The directors of
the Company have confirmed that the monthly rental was
calculated by reference to the then prevailing open
market rental value.

ERES TR AEE M —HEE
RAEMEREMA - ZEER
BZBRRIDANREEERT %
EZEXREF - ARFAEERE
R AEN2RER 2 DFT
EESE -

ENEERBERE -—HRBER
B RE IR AN R B R B SR AR 74 P IR
M2 B ZBERRZBRTD
FRREFEMFEEZEXR
By - AHERNREANR-
ZE=FN\AZ+HZMEZ&
RULER -

BRBASDRAEERAQARE
FEMBEEREZETERAEN
EETEEMXN - ARREE
BR - AAN2RERARTE

HEFtHE -
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INTERIM DIVIDEND

The Board does not recommend the payment of any
interim dividend for the six months ended 30 September
2006 (2005: Nil).

MANAGEMENT DISCUSSION AND ANALYSIS

Financial Review
Revenue

The consolidated turnover for the six months ended 30
September 2006 was HK$35,325,000, representing a
modest increase of 3% as compared to the corresponding
period in 2005. Though China Mobile issued a series of
new rules and regulations since July 2006, the Group’s
revenue from mobile value added services (“MVAS”) was
increased by HK$4,218,000 or 14% to HK$34,747,000
compared with the same period in last year, included in
which HK$824,000 revenue was contributed from wireless
music search services related to Mobile Intelligent
Navigation Engine (“MINE”). On the contrary, revenue
generated from solution integration businesses were
continuously decreased by HK$3,234,000 or 85% to
HK$578,000 during the current period.

For the three months ended 30 September 2006, the
consolidated turnover was increased by HK$1,846,000 or
11% compared to the same period in 2005. The total
revenue from MVAS and wireless music search services
was increased by HK$2,952,000 or 19% and the revenues
from system integration businesses were decreased by
HK$1,106,000 or 74% compared to the corresponding
period in 2005.

The increase in MVAS revenue for the six-month period
was mainly contributed by the revenue growth from
Wireless Application Protocol (“WAP”) and Multimedia
Messaging Service (“MMS”) as a result of the increased
promotion on these two service lines. Such increase was
partially offset by the decrease in revenues from
Interactive Voice Response Services (“IVRS”) and Short
Messaging Services (“SMS”).

FEAFHHFEATSE R ENRERER A A 17

hHIRE

EFETRERBE_TTAFNA
=+ B A E AR B AT A RS
ZETRF ) o

EEENRRDN
81 % B B8
s

HEZTZTRFAA=TAHIEANEA
2 kRE ¥ %8 535,325,000/ 7T ¢ B
—ZETERFRBMAI% - HFATEH
BEE T ANFECANUKERT —
ROFTRIRAG - ANEBUY B
BER® (IMVAS)) E4A 2 &R E
R HIE K 4,218,000/ TTE 14% &
34,747,0007% 7T+ E 71824,0007% 7T 2
R EBER BB B E RS Z([E
RE|E) 2 BESHERRE - B—
FE REBRAFRESEBELEZR
7 A N B 5 480 £ 8,234,000/%8 TT 3¢
85% Z 578,000/ 7T °

HE-_ZZAFNA=THILL=A
A RALEREE _ ST RER B
11,846,000 703K 11% c EE—FTH
FERHILLE 0 MVASK G Z 4448 =
RS E 4 2 W s A8 FE 1 K 2,952,000
TLH19% - MERATRBEXEBEE
2 W E5 BTN F% 1,106,000 TT K 74% ©

MVAS 2 Y &5 7 75 8 A 8 6 8% 15 42
& ETERANERE ARG ERS
(TWAP]) R ZHEMAE KRB
(TMMS]) 1 7 T8 iR 7% 4% & 15 18 h0
SHEEERME - BREEE S B
REEEZEERY ([IVRS]) K2a
BR7 (TSMS)) AT A 2 Was 5 1 %
I o
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During the current period, WAP, SMS, IVRS and MMS
accounted for 38%, 32%, 23% and 6% of the total MVAS
revenue. The corresponding percentages in 2005 were
12%, 42%, 41% and 2% respectively. The Group shifted
its resources and promotion efforts from IVRS and SMS
to WAP and MMS since the beginning of this fiscal period
of 2006, therefore, the revenue composition of MVAS
became more balanced.

Gross Profit

The Group’s gross profit for the six months ended 30
September 2006 amounted to HK$22,817,000,
representing an increase of approximately HK$6,203,000
or 37% as compared to the same period in 2005. In
addition, the gross profit margin was increased by 17%
from 48% to 65% in current period under review.

The increase in Group’s gross profit margin was due to
the following reasons. Firstly, both MVAS and wireless
music search services businesses contributed a relatively
higher gross profit margin to the Group and their total
revenue accounted for 98% of the Group’s turnover in the
current period. Secondly, the WAP revenue sharing ratio
with China telecom operators is higher than IVRS,
therefore, the increase in WAP revenue and the decrease
in IVRS revenue under the review period contributed the
upward trend in MVAS’ gross profit margin. Thirdly, as the
Group focused its business strategy in boosting MVAS
revenue through launching promotion and marketing
activities aggressively, it made the selling and distribution
costs increased and the content provider fee included in
cost of sales was decreased relatively, as a result, it
contributed to the increase of the gross profit margin for
MVAS.

MAAREIRE © WAP » SMS * IVRS
MMS {5 MVASI 2z 4258 2 38% -
32% - 23% K% 6% ° —ET R Y E
ZEDEDBIAE12% ~ 42% ~ 1%
2% o NEE B T T NEH M
HIEBEERRE EHERIVRSKE
SMSE ## Z WAPKEMMS » A It -
MVAS Z Y 25 48 K &8 18 717 -

A

REERBZ-_ZTTAFNLA=TH
BN A A 2 5] 522,817,000 7T
B =TT R H1E K 496,203,000/
TLE37% © AN - BRI ERAEEE
I 48% FFH17%ZE65% ©

REBZEFREFATDIERUATER
B o BT MVASK 4R = 4498 R AR
BEBIASEZE 2 EFNERBHER
= M AR ARG RERE
H¥FE298% o HX - HAPBEMES
BMZWEDRLEFTE - WAPER
IVRS - E it + pAE B B AWAP 2 Y5
#h0 - MIVRSZ WZ R4 » 3l &
MVASZ EFE £ - BE - HRA
EEETRERECHREERTS
HEEE - LR NIREMVASHTBIL
W2 EGREE  BUEHE RO HEKRA
ZEIMEEERANZ AR HREER
R - mIEBEHMVASZ TR
F oo

BIRENRKEERAER 2 A

SEEARFHYEERE
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Operating Expenses

The selling and distribution costs were increased by
HK$6,206,000 or 61% to HK$16,385,000 during the six
months ended 30 September 2006 mainly due to the
increase in promotion and marketing expenses for MVAS
business.

The general and administrative expenses were increased
by HK$508,000 or 3% to HK$18,991,000. The increase
was mainly attributable to the increase in the share-based
payments during current period.

The overall operating expenses including selling and
distribution costs, general and administrative expenses,
other operating expenses and finance costs amounted to
HK$36,316,000 for the six months ended 30 September
2006, which was increased by HK$6,445,000 or 22%
compared to the corresponding period in 2005.

Loss for the Period Attributable to Shareholders of the
Company

Loss attributable to shareholders of the Company for the
six months ended 30 September 2006 was
HK$12,855,000, representing an increase of HK$474,000
or 4% as compared to the corresponding period in 2005.

Financial Position, Liquidity, Gearing Ratio and Financial
Resources

The shareholders’ fund of the Group as at 30 September
2006 was HK$15,326,000 (31 March 2006:
HK$20,157,000). The Group had net current assets of
HK$8,033,000 as at 30 September 2006 (31 March 2006:
HK$13,909,000). The Group’s current ratio was

approximately 1.3 as at 30 September 2006 (31 March
2006: 1.5). As at 30 September 2006, the gearing ratio of
the Group, as a ratio of total borrowings to shareholders’
fund, was 0%. (31 March 2006: 0%).

FrEFEFE R ENRERAR D A 19

4B L

HERDHERARBE_ZTREFN
A=+81k7<1E A 1 Hn6,206,000/5 7T
5(61% £16,385,0008 7T * £ Z MR
MVASE T 2 & & & 15 # B 5 2 12
naIE e

— M I 17 Bt 5 52 3 HN 508,000 7T 3k
3%7 18,991,000/ 7T + = & i i A H]
MRS B Z IG5 B -

BIEHE D HKA - — R RITER
¥ EtEERIURMBERER
ZEBRBEEARIREE-STFN
A=+H1/<1EA %&36,316,000/%
TR Z-ZZTRFRBAEM
6,445,000/ 7T 54 22% °

R B) Bk FONE A B P B AR

REBEZEZZERFLA=+THLERE
A A2 BREREMLEIRA
12,855,000/ 7T * =TT A F R H
18 11 474,0007% 7L 4% °

BBRR - RBEE - EXEEEL
ERBBER

RIZETEXRNFALA=Z1H  AEEZ
f% & K 515,326,000 T (-2 Z
NE=ZRB=+—H :20,157,000
L) c RZEZRNFALA=F+H ' &K
£ 2R E) & %A 58,033,000 T
—EEXNE=ZRF=+—H
13%Mm%ﬂ°#**”ﬁ¢ﬂ
A=+H KB ZRBLENA
1.3(=2% 7/\551)5]:‘1“_55
15) c RZZEEXRFEAA=F+AH ' K
SEMzEAEAEBEL R (BEEER
RERZHR) B0% - (ZTTNEF
ZA=+t—H:0%) -
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For the six-month period under review, the Group financed
its operations mainly with its revenue from operation and
the proceeds from the issue of new ordinary shares during
the period. The Group had cash and bank balances
including pledged bank deposits of HK$6,164,000 as at
30 September 2006 (31 March 2006: HK$17,469,000).

Capital Structure

The shares of the Company were listed on GEM on 28
March 2000. The change of the Company’s capital
structure during the period under review was mentioned
in the paragraph headed “TOP-UP PLACING OF
EXISTING SHARES AND SUBSCRIPTION OF NEW
SHARES?” of this report.

Significant Investments and Disposals

There were no material acquisitions and disposals of
subsidiaries by the Company during the period under
review.

Foreign Currency Exchange Exposure and Treasury
Policies

As most of the Group’s trading transactions, monetary
assets and liabilities were denominated in Renminbi,
United States dollars and Hong Kong dollars, the impact
of the foreign exchange exposure of the Group was
considered to be minimal and there was no significant
adverse effect on the normal operations of the Group. As
at 30 September 2006, no related hedges were made by
the Group.

Capital Commitment
As at 30 September 2006, the Group had capital
commitments authorised but not contracted for leasehold

improvements for the amount of HK$350,000.

Save as disclosed above, the Group had no significant
commitment as at 30 September 2006.

ENBEEZERERQA

SEEARFHYEERE

1IH EESAEN - AEEES
Hﬁlﬁn&ﬁé\,ﬁﬂmﬁ‘ﬁ%ﬁjﬁﬁﬁxﬁﬁ
LEEREES - AEEY
HHBEDIEMRITER
ﬁA—TZE/—\inﬂ =t+A A
6,164,000 L (ZEENF A=+
—H : 17,469,000 7T) ©

BB

RRBROR-BZZF=A=-+N
HERIZER LM - RAREARRER
EEMA 2 ZBHNAREALE
&7 BB IR A B R R A
m]—B e

EARERHE

ARATREBEHAANL EETHEAR
ZERUBRHEE -

I B gk B R S B R

AEBRBAEERS EBEAER
BEDUARE  ZxREBRTRFHE
B - FEULINEEE S R E R E A
BRZFEEN  HAKEZLTE
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Contingent Liabilities

As at 30 September 2006, the Group has no material
contingent liabilities.

Employee and Remuneration Policy

As at 30 September 2006, the Group had a total of 141
employees. The Group’s remuneration policy is basically
determined by the performance of individual employees
and the market condition. In addition to salaries, employee
benefits included medical scheme, pension contributions
and share option schemes.

Business Review and Outlook

In the half year ended 30 September 2006, the Group
recorded a turnover of HK$35,325,000 and the Group
achieved the gross profit margin of 65% for this period.
Despite some adverse effect brought by the new
regulatory policies implemented by China telecom
operators in MVAS industry since July 2006, the Group’s
MVAS revenue increased to HK$34,747,000, which
exceeded the Group’s previous expectation. Such
encouraging performance was achieved through the
Group’s strategy of promotion and marketing activities re-
allocated on various service lines. At the same time, the
Group’s MVAS team will continue to widen its scope of
MVAS businesses, for example launching new service line
of Kjava and other new wireless mobile products.

Although the wireless mobile value added services
business environment in China has been difficult, the
Group has made progress in the second quarter. Allied
with new media business partners like TV, websites and
newspapers, the Group strived to organize aggressive
sales and marketing campaigns and solid strategies have
been formulated to develop more business opportunities
in the MVAS industry. However, the Group will carefully
monitor any new policies and regulations to be issued by
China telecom operators in wireless value added services
market. The Group also believes that the new policies may
result in a healthy growth of the industry in China in the
future.

FEAFHHEETSE R ENRERER 2 7| 21

HREE

MRIZERFNA=1H  FEEL
EERNNAE -

BB R #HMEE

MRZZZREFNA=+H  FEEH
B141%EE - AEEZHMER—
IR E BB B 2 KRB RTISMRNE
E - BRERIN 0 RERNBEEET
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EBEERESE

REZ-ZZERNFLA=THELE¥EF
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On the broadband data networks and Internet backbone
solutions business, the Group continued to focus on the
final stage works of China Unicom VOIP phase six
extension services project during this quarter. Consistent
with the Group business direction, the team is still mainly
focusing on the completion of existing projects and the
collection of accounts receivable.

During this quarter, the Group has launched as planned
its wireless music search services to all provinces in China
since September 2006. Following the establishment of
China Mobile’s innovation base for music products in
Cheng Du, the Group set up an information center and
music search platform for MINE in Cheng Du during this
quarter. It illustrated the Group’s determination to widen
its scope of music search services. By the end of October
2006, the number of MINE users was approximately 8.5
million and the Group believes that it will continue to grow
with the comprehensive cooperation with China Mobile
and the planned marketing activities. At the same time,
the research and development team strives to develop
next generation of the mobile search engine that included
new innovative functions to address unique requirements
of the wireless mobile search market in China. The Group
will continue to concentrate on the enhancements and
feature enrichments of music search and local search
services.

ERERBEER R BRI 8RR
REBHE  ARERATEERT
AP BB 2 VOIPSE /X BRHE 32 PR 75 1R
B2 &&EBRTHE BRENEEZE
BIE - BRMRDEZFEN TR
BB RUE R YRR R

RAZ  REBA-_ZTTFNLAR
HEtElmREm AR N ELEERS
LIRZIRTS o BEE T BB EERH R
TESEREIFEM % AEERN
RNEFERBELIE RS EZ ER L
RELBREE o LBRERAEER
RESSEZRBEBE AN - 22
TERNFHAR  EREZAFH
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DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES

As at 30 September 2006, the interests or short positions
of the Directors and chief executive in the shares,
underlying shares and debentures of the Company or any
of its associated corporations (within the meaning of Part
XV of the Securities and Futures Ordinance (“SFO”)) which
were notified to the Company and the Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO (including
interests or short positions which they were taken or
deemed to have under such provisions of the SFO), or
which were recorded in the register required to be kept by
the Company under Section 352 of the SFO, or which were
required, pursuant to the code of conduct regarding
securities transactions by Directors adopted by the

EERERG - HERORES
ZRBERAXR

RZZEEXFALA=1+H BERE
oY ?Bu\éiﬁézk A Bk EL AT (] AR B
B (TEAFBHFRBEEKRN([EFHR
HE P ) EXVED) 28R %5 - MR
N REHFFEGREZESF RS
EXVEBETRESH /,\%D‘%ZK/AT&
HEX P 2 s AR (BIEREE

K HAE S BIABRR &SR S E AR

REAZEGIORE) - RATHER
AR BERIEEE 75 I H B R D 58 352{%
wFzELMAZES AR - SR

BARRRI R fﬂﬁfﬁi%Lﬁ“‘%?&
5 21T RSTRIAME R DA RE AT

Company, to be notified to the Company and the Z#EZRABMT :
Exchange, were as follows:
Long positions in the shares of the Company RAEQXTARBZHER
Percentage of
the Company’s
issued share
capital
Note (4)
Capacity and Number of YN
nature of interest  ordinary shares BETRE
Name of Director Notes FHR BER B
EEpE Bt BHEMEE gk €I BEE (4)
Mr. Yip Heon Ping 1) Object of a discretionary family trust & 404,280,619 71.89%
En¥ia interest of a controlled corporation
2RREETZHRR
St UNCiPd £
Mr. Yip Seng Mun (2 Founder of a discretionary family trust & 404,280,619 71.89%
ZRREAE interest of controlled corporations
2RRERETZEBAR
S UNIPd 4
Mr. Yip Heon Keung 3) Interest of a controlled corporation 404,280,619 71.89%
EmRiLE REHAR R

FHRIFERE

RERFEERERAA| 23
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Notes:

M

These shares are held by Greenford Company Limited,
Century Technology Holding Limited and Bakersfield Global
Corporation as trustees of The Greenford Unit Trust, The
Century Unit Trust and The Bakersfield Unit Trust, respectively.
All the units of which are held by Ace Central Group Limited
as the trustee of The New Millennium Trust, a discretionary
family trust established with Mr. Yip Heon Ping as one of the
discretionary objects for the time being.

Among these shares, 155,931,035 shares held by Greenford
Company Limited as trustee mentioned above. The entire
issued share capital in Greenford Company Limited is
beneficially owned by Mr. Yip Heon Ping.

i

M

Z % B A Greenford Company
Limited ~ Century Technology Holding
Limited }2 Bakersfield Global
Corporation? 5l LA The Greenford Unit
Trust * The Century Unit Trustf The
Bakersfield Unit Trust> S 5% A & 19 #
A ZEERZMBEMSHACe
Central Group LimitedPA The New
Millennium TrustZ ZFEA FHHEH -
i1 The New Millennium Trust)5 & B LA
HEMPhEhAHEP—E2RAEHR
MR ZEBRIEE -

ZERMF - 155,931,035 XD A

Greenford Company LimitedA - it 5

A5 # B ° Greenford Company

Limitedz 2 # 2 & TIRA B E R T 5%
BEmls -

(2) By virtue of the SFO, Mr. Yip Seng Mun, being the settlor and (2 BEZFHRHEKE - The New
the founder of The New Millennium Trust, is deemed to be Millennium TrustZ A 37 A K 83 A
interested in the 404,280,619 shares of the Company. BREEERAFTAARLQA

404,280,619 A% 17 2 #E 7 ©
Among these shares, 155,931,035 shares held by Century ZERMF 0 155,931,035 5 15 &
Technology Holding Limited and 92,418,549 shares held by 92,418,549 % f% {5 9 Bl (1 Century
Bakersfield Global Corporation as trustees mentioned above. Technology Holding Limited}%
The entire issued share capital in each of Century Technology Bakersfield Global CorporationA it
Holding Limited and Bakersfield Global Corporation is ZFEAF1H¥5HE © Century Technology
beneficially owned by Mr. Yip Seng Mun. Holding Limited } Bakersfield Global

Corporation? 8 2 & # 2 # 7R A

HEBRREEERES -

(3) Mr. Yip Heon Keung is the sole director and sole shareholder ~ (3) %458 5£ 4 A Ace Central Group
of Ace Central Group Limited, the trustee of The New Limited 2 Mt —& = &M —fRE - M
Millennium Trust as mentioned above. Ace Central Group Limited% it The

New Millennium TrustZ & 7EA ©
(4) Based on 562,375,000 shares in issue as at 30 September  (4) WER-_ZEXEHNA=+HD BT

2006.

2 562,375,000% A% 1) 5+ & -
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Long positions in underlying shares of the Company

Share Options

The interests of the Directors in the share options of the
Company are separately disclosed in the section “Share
option schemes” below.

In addition to the above, certain Directors had non-
beneficial personal equity interests in certain subsidiaries
held for the benefit of the Company solely for the purpose
of complying with the requirement for a minimum number
of shareholders.

Save as disclosed above, as at 30 September 2006, none
of the Directors or chief executive of the Company had,
any interests or short positions in the shares, underlying
shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of
the SFO) which would have to be notified to the Company
and the Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO (including interests or short positions which
they were taken or deemed to have under such provisions
of the SFO), or which were recorded in the register
required to be kept by the Company under Section 352 of
the SFO, or which were required to be notified to the
Company and the Exchange pursuant to the Code of
Conduct.

FrEFEHE R ENRKRERAER D A| 25
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SHARE OPTION SCHEMES

The Company’s share option scheme which was adopted
on 7 March 2000 (the “Old Scheme”) was terminated and
replaced by a new share option scheme approved by the
shareholders at the extraordinary general meeting of the
Company held on 9 April 2002 (the “New Scheme”). The
options granted under the Old Scheme remain exercisable
within their respective exercise periods.

A summary of the Old Scheme and the New Scheme is
set out below:

(a) Old Scheme

The Company operates a share option scheme for the
purpose of providing incentives and rewards to
eligible participants who contribute to the success of
the Group’s operations. Eligible participants include
the Company’s Directors and employees of the Group.
Under the Old Scheme, the Board was authorised, at
its absolute discretion, to grant options to the
Company’s Directors and employees of the Group, to
take up options to subscribe for ordinary shares of
the Company. The Old Scheme became effective for
a period of 10 years commencing on the listing of the
Company’s shares on GEM of the Exchange on 28
March 2000.
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(b) New Scheme

The New Scheme became effective for a period of 10
years commencing on 23 April 2002. Under the New
Scheme, the Directors may, at their sole discretion,
grant to any eligible participants options to subscribe
for ordinary shares of the Company at the higher of (i)
the closing price of shares of the Company on GEM
as stated in the Exchange’s daily quotation sheet on
the date of the offer of grant; or (ii) the average closing
price of the shares of the Company on GEM as stated
in the Exchange’s daily quotation sheets for the five
trading days immediately preceding the date of the
offer of grant; and (jiii) the nominal value of the share.
The offer of a grant of options may be accepted within
21 days from the date of the offer. A nominal
consideration of HK$1 is payable on acceptance of
the grant of an option. The exercise period of the
options granted is determinable by the Directors, and
commences after certain vesting period and ends in
any event not later than 10 years from the respective
date when the share options are granted, subject to
the provisions for early termination thereof.

The total number of shares which may be allotted and
issued upon exercise of all options to be granted
under the New Scheme is an amount equivalent to
10% of the shares of the Company in issue as at the
date of the extraordinary general meeting of the
Company held on 9 April 2002.

The maximum number of securities to be allotted and
issued upon the exercise of all outstanding options
granted and yet to be exercised under the New
Scheme and any other share option schemes of the
Group must not in aggregate exceed 30% of the
relevant class of securities of the Company in issue
from time to time.
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Options to subscribe for shares of the Company under  RIBEFTERE AN T KRG 2 BIRE
the Old Scheme

Details of the outstanding share options during the six- £/~ 18 3 H5R R 1& R 77 (B A 2 7%
month period are as follows: BT

Number of share options
BREHA

Lapsed Date of ~ Exercise period  Exercise price
Name or category At 1 April during At 30 September share options  of share options  of share options
of participant 2006 the period 2006 re-granted * re-granted re-granted **
28E RZZ2RE il RZZRRE BRE ERBRE ERERE
HRAER mA-H P31 hB=tA ERAH" ZARAR Zﬁﬁ%“
HK
iy
Directors
g%
Mr. Yip Seng Mun 6,000,000 - 6,000,000 22 August 2001 22 August 2001 to 0.40
ERRAHE Yzfi 21 August 2011
NRZtZ —EE-E
\AZ+ZBZE
—2—-f
NAZT—H
Mr. Yip Heon Ping 6,300,000 - 6,300,000 22 August 2001 22 August 2001 to 0.40
ER¥id ZFTE 21 August 2011
NEZ+=H 25§
\AZ+ZHZ
“2—f
NB=t—H
Mr. Yip Heon Wai# 5,300,000 - 5,300,000 22 August 2001 22 August 2001 to 0.40
Emigrse ZZT-E 21 August 2011
-z i
Mr. Yip Heon Keung 5,300,000 - 5,300,000 22 August 2001 22 August 2001 to 0.40
EmBis “ZTT-F 21 August 2011
BT —EE-%
NAZTZEZE
T
\AZ+—-8
22,900,000 - 22,900,000
Other employees
of the Group
REE
AtbEE
In aggregate 4,465,000 - 4,465,000 22 August 2001 22 August 2001 to 0.40
Bt ;;%'E—E 21 August 2011
NAZ+Z —E%-§
JAZ+ZH
—E—-&
NAZt+—H
27,365,000 - 27,365,000
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Options to subscribe for shares of the Company under

the New Scheme

Details of the outstanding share options during the six-
month period are as follows:

Number of share options
BREHE

Granted Lapsed At 30
Name or category At1 April during during September
of participant 2006 the period the period 2006
54 RIZERE b il RoZERE
#EET mA-8 S b3 AB=1A
Director®* N/A N/A N/A N/A
£ TER R TER Iyl
Other employees
of the Group
3]
EfbEE
IQ aggregate 840,000 - (20,000) 820,000
cHY
lLQ aggregate 2,450,000 - (250,000) 2,200,000
a5
In aggregate 1,900,000 - - 1,900,000
EEl
IE aggregate - 10,780,000 (200,000) 10,580,000

an

RIBHTERBA QARG 2 BIRE

FENME A AR A ) R TT (R B A 2 7%

BT

Date of

share options
granted*

ERE
RiLEH"

N/A
Byl

2 May 2002

ﬁﬁ:+:E

26 March 2004
—RERE

ZAZtRE

23 February 2006 23 February 2006 to

-FELE
—TR/NT

ZR=tzH

10 May 2006

Exercise period  Exercise price
of share options  of share options
granted granted
RUBRE  RUBRE
ZARAR PAGE
HKS$
BT
N/A N/A
TER Byl
22 May 2002 to 0.26
21 May 2012
=t
BAZ{RE
TAZT-H
26 March 2004 to 0.10
25 March 2014
ZEEmE
- ﬁ +/\ E ==
_E3-|F
=RA-THH
0.10
22 February 2016
S v
“AofzEE
7% - /\
ZAZTZH
10 May 2006 to 017
9 May 2016
EX
H+EA
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Number of share options
Granted Lapsed At30 Dateof  Exercise period  Exercise price
Name or category At1 April during during September share options  of share options of share options
of participant 2006 the period the period 2006 granted* _ granted _ granted
8% RoEERE 1 T BRE  GHBEE  FiEBE
R mA-8 S 3 A=A pbnl=E- ZTRER zhﬁ%“
HK
A
Others
2
In aggregate 1,200,000 - - 1,200,000 26 March 2004 26 March 2004 to 0.10
aif ZTEME 25 March 2014
ZRZtRA _2ERE
:ﬂ:+ﬁEi
—E-M%
ZR=t1R
In aggregate 3,000,000 - - 3,000,000 24 June 2005 24 June 2005 to 0.10
A 23 June 2015
i
ARZtHmAZ
—Z-1f
AA-tZA
In aggregate - 200,000 - 200,000 10May2006 10 May 2006 to 017
Bt ik 9 May 2016
TATH S 3
BATHE
ZERE
TANA
In aggregate - 1,000,000 - 1,000,000 29June 2006 29 June 2006 to 0.38
GEl “EERE 28 June 2016
ARZThA ZI%5E
~AZTNRE
e Sy
~AZTNA
9,390,000 11,980,000 (470,000) 20,900,000
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# In addition to the 5,300,000 share options personally held by
Mr. Yip Heon Wai, he is also deemed to be interested in the
share options held by his spouse (in her capacity as an
employee of the Company) to subscribe for 4,300,000 ordinary
shares of the Company at an exercise price of HK$0.40 within
the meaning of Part XV of the SFO, and whose exercise period
is from 22 August 2001 to 21 August 2011.

#  None of the Directors were granted share options under the
New Scheme to subscribe for shares of the Company.

*  The time of acceptance of the share options was within 21
days from the options offer date. The share options granted
are subject to certain vesting period and vary for each
category of participant as specified under the respective share
option schemes.

**  The exercise price of the share options was subject to some
adjustment in the case of rights or bonus issues, or other
similar changes in the Company’s share capital.

As at 30 September 2006, the Company had outstanding
options to subscribe for up to 27,365,000 shares and
20,900,000 shares under the Old Scheme and the New
Scheme, respectively.

Upon the exercise of the share options, the resulting
shares issued are recorded by the Company as additional
share capital at the nominal value of the shares, and the
excess of the exercise price per share over the nominal
value of the shares is recorded by the Company in the
share premium account. Share options which are
cancelled prior to their exercise date are deleted from the
register of outstanding share options.

The Directors do not consider it appropriate to disclose a
theoretical value of the share options granted during the
reporting period to the Directors and employees, because
in the absence of a readily available market value for share
options on the ordinary shares of the Company, the
Directors were unable to arrive at an accurate assessment
of the value of the share options.
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INTERESTS AND SHORT POSITIONS OF FERFZHEZR XA
SUBSTANTIAL SHAREHOLDERS
As at 30 September 2006, shareholders (other than the R_ZZFENA=+H  BRARQ

Directors or chief executive of the Company) who had %15 sk #8RE A% 10 # B IR 5 & %&Hﬂ
interests or short positions in the shares or underlying  E1EHIFEXVERE 2% 35 5 2 (& XA
shares of the Company which would fall to be disclosed  HEZARRQFHE @ BN AR AR
to the Company under the provisions of Divisions 2 and 3 &% Rk #& I:k15'J% 336 \M%T_Z“
of Part XV of the SFO, or which were recorded in the A2 EEFT AR 2B EH (KA
register required to be kept by the Company under Section ~ EEs5 T &7 LBZ/\ BRINIAT :
336 of the SFO were as follows:

Long positions in the shares of the Company REAQATRBDZFR

Percentage of

the Company’s

issued share

capital

Note (7)

Capacity and Number of NG|

nature of interest  ordinary shares EELRES

Name of Shareholder Notes FHR ZER Bat

RRAB ks EEtE RPEE M (7)

Greenford Company Limited (1) Directly beneficially owned 155,931,035 27.73%
BERERER

Century Technology Holding 2 Directly beneficially owned 155,931,035 27.73%
Limited BRELESR

Bakersfield Global Corporation (3) Directly beneficially owned 92,418,549 16.43%
BERERER

Ace Central Group Limited (@) Trustee of a discretionary 404,280,619 71.89%
(as trustee of The New family trust & through
Millennium Trust) controlled corporations
(The New Millennium Trust %%%Eﬁﬁﬁ%i?%)\

ZXFEA) BERTAHA

Knicks Capital Inc. (5) Directly beneficially owned 51,125,000 9.09%
EREREE

Mr. Zhang Xingsheng (5) & (6) Beneficially owned 51,625,000 9.18%
REELE & through a controlled
corporation
EnlEE
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REBEEHAT

SEEARFHYEERE




Interim Report 2006 | Prosten Technology Holdings Limited

Notes:

™

@

The entire issued share capital of Greenford Company Limited
is beneficially owned by Mr. Yip Heon Ping, a Director of the
Company.

The entire issued share capital of Century Technology Holding
Limited is beneficially owned by Mr. Yip Seng Mun, a Director
of the Company.

The entire issued share capital of Bakersfield Global
Corporation is beneficially owned by Mr. Yip Seng Mun, a
Director of the Company.

An aggregate of 404,280,619 shares are held through
Greenford Company Limited, Century Technology Holding
Limited and Bakersfield Global Corporation as trustees of The
Greenford Unit Trust, The Century Unit Trust and The
Bakersfield Unit Trust, respectively. All of the units of which
are held by Ace Central Group Limited as the trustee of The
New Millennium Trust, a discretionary family trust established
with Mr. Yip Seng Mun as the founder and Mr. Yip Heon Ping
as one of the discretionary objects for the time being.

Mr. Yip Heon Keung, a Director of the Company, is the sole
director and sole shareholder of Ace Central Group Limited.

The entire issued share capital of Knicks Capital Inc. is
beneficially owned by Mr. Zhang Xingsheng.

Mr. Zhang Xingsheng is also personally interested in 500,000
shares of the Company.

Based on 562,375,000 shares in issue as at 30 September
2006.

Save as disclosed above, as at 30 September 2006, the
Company has not been notified by any persons (other than
the Directors or chief executive of the Company) who had
interests or short positions in the shares or underlying
shares of the Company which would fall to be disclosed
to the Company under the provisions of Divisions 2 and 3
of Part XV of the SFO, or which were recorded in the
register required to be kept by the Company under Section
336 of the SFO.
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Century Technology Holding Limited%
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BEmlR -

Bakersfield Global Corporationz & 2
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WA o

4 #£404,280,619% % {7 i Greenford
Company Limited - Century
Technology Holding Limited &
Bakersfield Global Corporation7y 5/ LA
The Greenford Unit Trust + The Century
Unit Trustf The Bakersfield Unit Trust
ZRENFOEE - ZEEEZME
& {719 fh Ace Central Group Limited 2A
The New Millennium TrustZ 2 5E A &
%54 M The New Millennium Trust
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TOP-UP PLACING OF EXISTING SHARES AND
SUBSCRIPTION OF NEW SHARES

Pursuant to a placing and subscription agreement dated
18 May 2006, 51,125,000 ordinary shares of HK$0.10 each
of the Company were issued by way of top-up placing at
the price of HK$0.14 per share for cash to an independent
third party (the “Placing”).

The total of 51,125,000 placing shares represent 10% of
the Company’s issued share capital before the Placing
(511,250,000 ordinary shares) and approximately 9.09%
of its enlarged issued share capital of the Company after
the Placing (562,375,000 ordinary shares). The net
proceeds from the Placing was approximately
HK$7,000,000. The Company used such net proceeds
mainly for working capital of the Group. The placing by
transfer of shares was completed on 25 May 2006 and
the top-up subscription was completed on 26 May 2006.

COMPETING INTERESTS

None of the Directors or the management shareholders of
the Company or their respective associates (as defined
under the GEM Listing Rules) have any interests in a
business which competes or may compete with the
business of the Group, or has any other conflict of interest
with the Group during the period under review.

PURCHASE, REDEMPTION OR SALE OF THE
COMPANY’S LISTED SECURITIES

During the six months ended 30 September 2006, neither
the Company nor any of its subsidiaries has purchased,
redeemed or sold any of the Company’s listed securities.

U REMNBBEERERLQA

SEEARFHYEERE

UABERFAABRERERHD
K 3858 #7 R 4D

BRE-ZZXFRATNAZEER
RERE - ARABAREERHHRE
—ZEE = L& 51,125,000k &
REFEI10B T2 LB U E
RIEEBO14E T ([EREFHE]) -

B & i 1) A& £ A51,125,0000% @ (kA
AEREESHEHAEHTRA
(511,250,000/% & 3% ) 10% © & A
NRAEEEBEEEAZ BBITRA
(562,375,000% 3 %) 499.09% °
& FIH 2 TS 5B F R84 /47,000,000
BIC c KRR EBEAXABRIETF
HERAKELEELED - BIBHEER
MZREER-_ZERFRA-TH
AR - MAERTZRETERZ
ZEERFRA-+TNHTEK

3 7

RS

NEEHRA  SEEHARFZERE
ERRHFEEFEZHEAL(EE
RAIER EWRR) REREEED
BRBEFRA BN EFRERNEE
BEMEMFEERZEED  HE
WA EAES -

BE BEOIHEALF 2L
™ & &

—EERFAA=TA LA
PEEELGEO]PNTE
H - MBS A A A LS -

7.
- B
iy M



Interim Report 2006 | Prosten Technology Holdings Limited

CORPORATE GOVERNANCE PRACTICES

The Company has complied with all the code provisions
set out in the Code on Corporate Governance Practices
as contained in Appendix 15 of the GEM Listing Rules
(“Code on CG Practices”) throughout the period under
review.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding
securities transactions by Directors on terms no less
exacting than the required standard of dealings as set out
in Rules 5.48 to 5.67 of the GEM Listing Rules. In response
to specific enquiry made by the Company, each of the
Directors gave confirmation that he/she complied with the
required standard of dealings and the code of conduct
regarding securities transactions by the Directors
throughout the six months ended 30 September 2006.

AUDIT COMMITTEE

The Company established an audit committee (“Audit
Committee”) on 7 March 2000 and has formulated and
from time to time amended its written terms of reference
in accordance with the provisions set out in the Code on
CG Practices. The terms of reference of the Audit
Committee are available on the Company’s website.

The existing Audit Committee comprises three
independent non-executive Directors of the Company,
namely Mr. James T. Siano (Chairman of the Audit
Committee), Ms. Tse Yuet Ling, Justine and Ms. Lai May
Lun.

The primary duties of the Audit Committee include the
review and supervision of the Group’s financial reporting
system and internal control procedures, review of the
Group’s financial information and review of the
relationship with the auditors of the Company.

The Audit Committee has reviewed the draft of this report
and has provided advice and comments thereon.
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REMUNERATION COMMITTEE

In accordance with the Code on CG Practices, the
Company established its remuneration committee
(“Remuneration Committee”) on 17 June 2005 with written
terms of reference. The terms of reference of the
Remuneration Committee are available on the Company’s
website.

The Remuneration Committee comprises two
independent non-executive Directors of the Company,
namely Ms. Tse Yuet Ling, Justine (Chairman of the
Remuneration Committee), Ms. Lai May Lun and one
executive Director, Mr. Yip Heon Keung.

The principal responsibilities of the Remuneration
Committee include making recommendations to the Board
on the Company’s policy and structure for all remuneration
of Directors and senior management and reviewing the
specific remuneration packages of all executive Directors
and senior management by reference to corporate goals
and objectives resolved by the Board from time to time.

By Order of the Board
Yip Seng Mun

Chairman

Hong Kong, 9 November 2006
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